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SUB J : AGRICULTURAL EQUIPMENT FINANCING 
REF: A) STATE 84257; B) STATE 59618; C) TEL AVIV 1905 

1. ISRAEL BANK OF AGRICULTURE ACTS NEITHER AS DEALER/DISTRIBUTOR 
NOR AGENT IN STRICTEST SENSE OF THESE TERMS, BUT RATHER AS 
INTERMEDIARY BETWEEN FOREIGN FINANCIAL INSTITUTIONS SUCH AS 
EXIMBANK AND END-USERS OF AGRICULTURAL EQUIPMENT. IBA'S LOAN 
TRANSACTIONS INVOLVING EXIMBANK ARE CONDUCTED WITH THE 
INDUSTRIAL DEVELOPMENT BANK OF ISRAEL (IDBI). 

2. IBA COMBINES ORDERS FROM END-USERS, IE, KIBBUTZIM, MOSHAVIM 
AND PRIVATE FARMERS AND THEN APPLIES TO IDBI FOR CFF FINANCING. 
IDBI PASSES SAME TERMS GRANTED BY EXIMBANK TO IBA. SUBSEQUENTLY 
IBA MAKES SUBLOANS TO END-USERS ON SAME OR IF NECESSARY BETTER 
TERMS AS THOSE PASSED BY IDBI. IBA SUBLOANS ARE NOT MADE TO 
AGENTS OR DISTRIBUTORS. 

3. TOTAL LOAN CHARGE PAID BY END-USER INCLUDES APPROXIMATELY 9.5 
PER CENT TO EXIMBANK AND THE PARTICIPATING FINANCIAL INSTITU- 
TION, 7 PER CENT DEVALUATION INSURANCE, AND 1.75 PER CENT TO CL 

OF LATTER, IBA GETS 1 PERCENT AND IDBI 0.75 PER CENT. NO 
ADDITONAL CHARGES ARE BORNE BY END-USER. RISK AND RESPONSIBILITY 
FOR SUB LOANS ARE BORNE BY IBA. 
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4. RE PARA 2 REFTEL A) ISRAEL DOES NOT HAVE OVER AT, I. AGRICULTURAL 
DEVELOPMENT PLAN AND DOES NOT FOLLOW TECHNIQUE OF RIGID PLANNING 
PERIODS. HOWEVER, PLANS ARE DEVELOPED FROM TIME TO TIME FOR VARIOUS 
SEGMENTS OF AGRICULTURE AND ARE REVISED IN ACCORDANCE WITH ACTUAL 
DEVELOPMENTS. OBJECTIVE IS TO REMAIN FLEXIBLE, THUS MAINTANING 
ABILITY TO RAPIDLY ADAPT TO CHANGING CIRCUMSTANCES. FOR EXAMPLE, 
CHANGES IN EUROPEAN MARKET FOR EGGS AND GRAPEFRUIT NECESSITATED 
CHANGES IN ISRAEL PRODUCTION OF THESE PRODUCTS. MORE RECENTLY, HIGH 
COST OF FUEL CAUSED TREND AWAY FROM USE OF HEATED GREEN-HOUSES AND 
THUS SUBSTITUTION OF FIELD-GROWN CARNATIONS AND GLADIOLI FOR 
HOT-HOUSE ROSES. 

5. CAPITAL INVESTMENT WILL BE MUCH EMPHASIZED IN FUTURE BECAUSE OF 
NEED FOR CONTINUED HIGH AGRICULTURAL PRODUCTIVITY, SHORTAGE OF 
LABOR, AND LACK OF WATER. ESTIMATED REQUIRED 

INVESTMENT IN DEVELOPMENT OF WATER RESOURCES FOR 1975-1985 
AMOUNTS TO IL6.5 BILLION ($1.00 EQUAL IL6.00). ESTIMATED 
INVESTMENT IN AGRICULTURAL PRODUCTION AND INFRASTRUCTURE, 

(NOT INCLUDING WATER) TOTALS IL 10 BILLION FOR DECADE. LATTER 
INVESTMENT DESTINED FOR EXPORT CROPS, IMPORT SUBSTITUTES AND 
REGIONAL AGRICULTURAL ENTERPRISES. 

6. IMPORTS OF AGRICULTURAL MACHINERY FOR ABOVE INVESTMENT ESTIMATES 
FORECASE AT ABOUT $14 MILLION ANNUALLY. LAST YEAR, US SUPPLIED 
APPROXIMATELY 35 PER CENT OF ALL AGRICULTURAL MACHINERY NOT 
INCLUDING LARGE EARTH MOVING EQUIPMENT IN WHICH US IS DOMINANT. 

7. AS PRIME ALLOCATOR OF FUNDS FOR AGRICULTURAL DEVELOPMENT. IBA IS 
CENTRAL AND LARGEST FINANCIAL INSTITUTION IN THIS FIELD; IT 
REPRESENTS APPROXIMATELY 60 PER CENT OF TOTAL LONG AND MEDIUM 
TERM FINANCING IN AGRICULTURAL PROJECTS IN ISRAEL. 
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